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LIMITED OFFICIAL USE JIDDA 3412 

E.O. 11652: N/A 

TAGS: ETEL, BEXP, US, SA 

SUBJECT: PHILIPS ROLE IN AUTOMATIC TELEPHONE PROJECT (ATP) 
REF A-54 

1 . CONFIDENTIAL SOURCE HAS INFORMED EMBOFF THAT PHILIPS 
HAS REQUESTED A SIX MONTH DELAY IN ITS IMPLEMENTATION OF 
ATP TO ALLOW FOR THREE MONTH SITE SURVEY, FOLLOWED BY 
THREE MONTH ANALYSIS OF PROJECT. ADNAN KHASHOGGI IS ADAM- 
ANTLY OPPOSED TO GRANTING OF PTT APPROVAL FOR SIX MONTH 
DELAY. KHASHOGGI FEELS THAT PHILIPS OPPONENTS MAY BE 
ABLE RALLY ENOUGH SUPPORT DURING SUCH DELAY TO FORCE 
KING KHALID TO DECIDE REOPEN NEGOTIATIONS. 

2. EMBASSY HAS ALSO BEEN TOLD THAT PHILIPS CONSORTIUM 
MEMBERS ARE HAVING SECOND THOUGHTS ABOUT PARTICIPATING 
ATP DUE SAG INSISTENCE THEY SIGN FOUR TO FIVE YEAR 

FIXED PRICE CONTRACT. COMMENT: EMBASSY HAS REPEAT 
EDLY POINTED OUT TO SAG OFFICIALS THAT FIXED PRICE 
CLAUSE IN MIDST OF RAGING INFLATION IS FORCING MAJOR 
AMERICAN FIRMS TO ABSTAIN FROM BIDDING ON SAUDI DEVEL- 
OPMENT PROJECTS. 
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